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Robert W. Quinn, Jr. Suite 1000
Federal Government Affairs 1120 20th Street NW
Vice President Washington DC 20036

202 457 3851
FAX 202 457 2545

May 15, 2002

ElectronicFiling
Ms. MarleneDortch
Secretary
FederalCommunicationsCommission
~ 12’~St., SW, RoomTWB-204
Washington,DC 20554

Re: FCCSeeksCommentOnAT&T Requestto Contributeto UniversalService
BasedonProjectedRevenues.CC DocketNo. 96-45,DA No. 02-376

Federal-StateJointBoardonUniversalService,CC DocketNo. 96-45; 1998
BiennialRegulatoryReview— StreamlinedContributorReportingRequirements
Associatedwith AdministrationofTelecommunicationsRelayService,North
AmericanNumberingPlan.LocalNumberPortability,andUniversalService
SupportMechanisms,CC Docket98-171;TelecommunicationsServicesfor
Individualswith HearingSpeechDisabilitiesandtheAmericanswithDisabilities
Act of1990 CC DocketNo 90-571,AdmimstrationoftheNorthAmerican
NumberingPlanandNorthAmericanNumberingPlanCostRecovery
ContributionFactorandFundSize CC DocketNo 92-237, NSDFile No L-00-
72, NumberResourceOptimization CC DocketNo 99-200,TelephoneNumber
Portability CC DocketNo 95-116,andTruth-in-Billing andBilling Format CC
DocketNo 98-170,andIn theMatterof SchoolandLibrariesUmversalSupport
Mechanism,CC DocketNo. 02-6

DearMs. Dortch:

On TuesdayMay 14, 2002,JoelLubinandI metwith Kyle Dixon, LegalAdviserto
ChairmanMichael Powell, to discussissuesrelatedto AT&T’s requestto, if necessary,amodify
orwaivetherulethatrequirescarriersto completetheTelecommunicationsReportingWorksheet
usingrevenuefiguresthat arelaggedby six monthsandinsteadutilize aprojectionofrevenues
for assessmentsmadebeginningJuly 1, 2002. Duringthecourseofthatmeeting,westressedthe
needfor theCommissionto grantAT&T’s requestto, on aninterim basis,contributeto universal
servicebasedonprojectedrevenuesasa first steptowardsreformingtheuniversalservice



assessmentandcollectionmechanism.Wehighlightedthefactthatthecurrentassessment
mechanism(which assessesAT&T, andconsequentlyAT&T’s customers,basedon six-month
old revenuedata)resultsin AT&T’s customersbearingadisproportionatelyhighershareofthe
universalservicecontributionin the longdistancemarketplace.Thatfact is reflectedin the
currentAT&T collectionrateof 11.5%versusothercarriersin themarketplacewhosecollection
ratesaresignificantly lowerduesolely to thefactthattheirinterstaterevenuesareincreasing.
Wereiteratedthatthecurrentassessmentmechanism,which basesassessmenton (six-monthold)
interstaterevenues,is irretrievablybroken. AT&T’s waiverwould representafirst stepat
addressingthecurrentinequitablemechanism,butthat it shouldbeonly afirst step.

We stressedtheneedfor theCommissionto alsopermanentlyfix theuniversalservice
contributionmechanismby adoptingaperconnectionassessmentmethodologyconsistentwith
AT&T’s andothercarrier’scommentsassoonaspossibleforimplementationonJanuary1,
2003. We distributedtwo itemsatthemeeting. Thefirst is achartwhich explainshow carriers
with decliningrevenuesareforcedto haveUSFrecoveryratesthat arenecessarilygreaterthan
theassessmentrategiventhecurrentmechanism,while carriersin anincreasingrevenuestate
couldpotentiallybeover-collectingtheirobligationwhentheycollectatthe exiting assessment
rate. TheseconddocumentidentifiesexactlyhowAT&T’s waiverrequestcouldbe
operationalizedfor July 1, 2002 implementation.

Thepositionsexpressedby AT&T wereconsistentwith thosecontainedin theComments
andexpartefilings previouslymadein theaforementioneddockets OnecopyofthisNoticeis
beingsubmittedfor eachofthereferencedproceedingsin accordancewith theCommission’s
rules.

Verytrulyyours,

Enclosures
cc: Kyle
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OPERATIONALIZING AT&T’s WAIVER REQUEST
Effective July 1, 2002 for 3rd Quarter with 1/1/03Implementation of CoSUSProposal

• AT&T filesprojectionsofrevenuesfor the3rdQuarterof2002with USAC (Prospective499Q)—. 5/21/02

• FCCgrantsAT&T waiverby May23, 2002

• USAC calculatestherevenueassessmentratefor the3rdQuarterof2002by dividingtheprojectedUSFfundingrequirements
by therevenuebaseadjustedto removeAT&T historicalrevenuesandreplacewith AT&T projectedrevenuesfor the 3rd
Quarterof2002— May23,2002.

• USAC bills respectiveCarriersbasedon theirsubmissionsaccordingto thecurrentbilling schedule— July 15,August15, and

September15

• All carriersremit contributionsaccordingto currentpaymentschedule— August15, September15, andOctober15

• CarriersFileForm499-Qwith USAC — August1, 2002
- AT&T files projections

0
f
4

th Quarterin additionto its historical2”~’Quarterrevenues.

• USAC calculatestherevenueassessmentratefor the4thQuarterof2002by dividing theprojectedUSF fundingrequirements
by therevenuebaseadjustedto removeAT&T historicalrevenuesandreplacewith AT&T projectedrevenuesfor the4th
Quarterof2002— September6, 2002.

• USACbills respectiveCarriersbasedon theirsubmissionsaccordingto thecurrentbilling schedule— October15, November

15, andDecember15

• All Carriersremitcontributionsaccordingto currentpaymentschedule— November15, December15, andJanuary15

• CarriersFile Form 499-Qwith USACbasedon3” Quarterhistoricalrevenues—November1, 2002
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OPERATIONALIZING AT&T’s WAIVER REQUEST
Effective July 1, 2002 for 3rd Quarter with 1/1/03Implementation of CoSUSProposal

(cont’d)

• FCCIssuesOrderregardingCoSUSProposal— December16,2002

• FCCissuesapublicnoticecontainingall the initial assessmentratesofCoSUSProposalto beeffective1/1/03~— December30,
2002
- Residencewirelessandwireline, Singleline business,andWirelessbusinesscustomerswouldbe assignedanassessmentrateof $1 permonthper
line/number
- Lifeline customerswouldbeassigned$0
- Pagerswouldbe assigned$0.25 pernumberpermonth
- SpecialAccessandPrivateLine serviceswould beassessedat 4thQuarterrevenue-basedassessmentrate
- TheswitchedMultiline businessratewouldbecalculatedasa residualby takingUSAC’sprojectedsizeofthefederalUSFfundingrequirementfor the
1stQuarterof 2003,increasethatestimateby a factorto createareserveagainstthe initial USF assessmentsnotcollectedandremittedby the
contributors,2subtractingtheestimatedrevenuesto becollectedfromresidentialandsingleline business,non-pagingCMRS,pagingandspecial
access/privateline, anddividing by theadministrativeestimateofswitchedMultiline businesslines.

• Carrierscontributeto USFbasedon acollectandremit basis—February28th,March30th April 30th
- CarriersapplyUSFtomonthlybillings for January,February,andMarch
- Carriersremit USFreceiptsto USAC onFebruary28th,March

30
th, andApril 30th

• Continuequarterlyuntil implementationofPost-transitionphaseof CoSUSProposal

Forthe4thQuarter,theestimatesfor line countsandrevenuesfor all customerclassificationswould bebasedontheCommission’sanalysesofvarioussources.

TheproposedForm499-M isnotexpectedto beavailablefor settingtheinitial assessmentrates.

2 Thiswouldreplacetheexistingreserveforamountsuncollectiblefrom contributors.It wouldbeprudentfor theCommissiontoestablishasmallreserveto

coverthe initial adjustmentsforuncollectiblesundercollectandremit.
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OPERATIONALIZING AT&T’s WAIVER REQUEST
Effective July 1,2002 for 3rd Quarter with 1/1/03Implementation of CoSUSProposal

(cont’d)

• True-upMechanism3
- Appliedin 1stQuarter2003

- USAC comparesAT&T projectedrevenuesfor 3rd Quarter2002withactualrevenuefrom Novemberl’~Form499-Q
- USAC calculatestheAT&T (plus/minus)adjustmentto the3rd Quarterassessmentbasedonthedifferencebetweentheprojectedrevenuebaseand
actualrevenuebase.
- USAC appliestheAT&T adjustmentasanincrementto the 1stQuarter2003 USFfundingrequirement4

- USAC settleswith AT&T basedon thedifferencebetweentheirprojectedrevenuesfor the3rd Quarterandtheir actualrevenuesfromtheirNov ist

Form499-Q.

~True-upsareapplicableto anyquarterfor whichusfassessmentsarebasedon carrierprojecteddata. Adjustmentsaremadeto theusfassessmentsfor the
secondquarterfollowingthequarterthat is basedonprojecteddata,i.e.,the3rd Quarter2002assessmentsare“trued-up” in the 1st Quarter2003,usingthe
Novemberist Form499-Q,andthe

4
th Quarter2002assessmentsare“trued-up” in the

2
nd Quarter2003,usingtheFebruary

1
st Form499-Q.

~If AT&T actualrevenuesfor the3rd Quarterexceededtheprojections,thenthe 1stQuarter2003 USFfundingrequirementcanbeloweredasthedifferencewill
bemadeupby USACsettlementswithAT&T. If theprojectionsfor the3rdQuarterexceededAT&T’s actualrevenues,thenthe 1stQuarter2003USFfunding
requirementmustberaisedtoreimburseAT&T, who overpaidin the 3rdQuarter.
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An Illustrative Attribution ADAiysisoftheCtfrrent FederalUSFMechanisms
- --AsseSmentVs.RecoveryRates’

Quarterly AssessmentMechanism
, - - . - .-: : Basehne-Msumplions: ..

. . ContributionFactor. :• 6~.8i% - As PublishedbytheFCC/USACThroughFCC’sQuarterlyPublicNotices

USFAssessmentBase

-r

-

$. . .100,00.0,000.

As ReportedByTheTelecommunicationsCarrierTo The USACIn TheirForm499Q. Noter
Revenues Re ed-inA ier’s499QInèludesTheirIntàstateandInternationalRetailRevenues

. . .- Plus Their TSFCoUCction ForAnyGhienQtiarter.

* B USFObligation $ 6,Sio,ooo ExpectedUSACsQuarterlyBilling To ThatTelecommumcationCamer

Quarterly RecoveryMechanisms
. . . .

. ;. - . ~.

-- - ..

ReeôvergRate
. . .

RecoverijBase
Recovered
Amount

. -.

Remarks

No Lag/NoAdjustments 6.8i% $ 100,000,000 $ 6,8io,ooo Recovery=Assessment
- -

.

.

LineDAdjustedTo .

ExcludeUSFRevenues

-. - . ..

. . - .- .

. .

. :
7.49%

. .. .

. . . .

.

. . .

$ 90,909,091

. .-

. -

.. .

$ 6,8io,ooo

Assuminghistoricalrecoveiyrateasio%
andnon-USF revenueasit
ThenR+(R*.lo) = $ioo,ooo,000
or R ($ioo,ooo,ooo/i.i) =$90,9o9,o91.
:: SEENOTEBELOW

.

LineEAdjustedfor
UncollectibleRevenues

. . . .

. .- . .

7.89%

.

. . . . .

$ 86,~63,636

.

. -

$ 6,8io,ooo

Assuming~%Uncoliectibles- USFcharges
will notbecollectedfrom5%oftherevenue
base

LineF Adjustedfor.
DedlinhigRevenueBase
(I.e LagEffect)

. . .

10.51%

- .

.

$ 64,~2,727

. -.

-

$ 6,8io,00o

Assumingrevenueshavedeclinedby2~%

overthepast6months~As aresult,USF
obligationwifi berecoveredfromasmaller
revenuestream

. the(~Adjustedfor -

. biiI~b1e-Revevenues
.

-- n.øs%
. . . .

..$: 58,295,455.
- - .

$ 6,8io,ooo.
AssUmingxo%Unbillables— io%ofthe
-revenuebasecannotbebffledusFcharges

I —

** NOTE ATelecorn lionCánièr’sReportedRevenuekK nd dTheirUSFCóll UDuringThatPeri~d.Ii~OnierToE mteandBack-OutTho~eUSFEe~enuesOneNeedTo
U.RecoForThátH1~toricalPeriod.ForThis is It IsAssumedTo-BO ió%. - -

File: 1-15-2002JJPDATEDjUustrativeExampleofUSF-Re~overyandAs~es~entRates
Woi*shCet: fliusfra.live Example ~ -- . .

Date:1/15/2002
AT&T L&PP
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An Ill strativeAttribution.AnalysisoftheCurrent -FederalUSFMechanisms
-. - - -. -. ~-AsseSsnieiitVs.RecoveryRates - . - - -

File 5-2002DAhativeEXamplCQfUSP-ReCov~.andAssessmentRates
WorkabeetINCREASINGREVE°- - - - S. -.

Quarterly AssessmentMechanism

BaselineAssumptions:

A - Contribu ionFactor . . 6.8i% -- As PublishedbytheFCC/LJSACThrough FCC~sQuarterlyPublicNotices - -

B USF.AssessmentBase $. 1OO~00O,00()

AsReportedByTheTelecommumcationsCarnerToTheUSACIn Their Form499Q Note
RevenuesReportedmACamer’s499QIndudesTheirInterutateand Intemnat~onalRetailRevenues

- . PhisTheirUSFCollectionForAnyGivenQuarter.

C = A * B USI?Obligation $ 6,8io,ooo ExpectedUSAC’sQuarterlyBilhngToThatTelecommunicationCamcr

I Quarterly RecoveryMechanisms-- WITH INCREASINGREVENUEBASE

- . S - . S - - . . . S -. Recovered - S

D
- S - - - -

NoLag/NoAdjustments
Recover Rate -

6.81%

- RecoveruBase
$ 100,000,000

Amount ...

$ 6,8io,ooo

-

. - Remarks

Recoveiy=Assessment

E - -

- - - - S

.

- - - -

LineDAdjusted-To
di deUSERevenues- -

- - -. - - - - - S

- - .

- - - -

. - - - .

. - - - - -7.2!7%

- - .

- -

.

S

5. - 93,624,192

. - - ..

- - . -

S

-

$ - - :6,8io,ooo

Assuminghistorical recoveryrateasio% -

andnon-USFrevenueas-it
ThenR+(R*ao6Sl)= $100,000,000
or R= ($ioo,000,000/i.o68i)
~$~&624,1g2. ~SEE NOTEBELoW~ -

- -

.

F -

- - .

- L~fleEAdjustedfOr -

IücreasingRevenueBase -

CIte.LagEffect). S

- - -:

. - : -

- - S

- - ~6.o6%

.

- . .

- . - . S

5’ - 112,349,031

.

- . -

- -

- $ 6,8io,ooo

AssiñniñgreVenueshaveINCREASED by
2O%-overthëpast6month&Asaresnlt~
UsFobligatiónwillberecoveredfroma
HIGH RSV uestreani.

G
LineFAdjusted for
lincollectible Revenues

J
LineGAdjustedfor
U1nbillableRevevenues

6.38% 5 1o6,~1,~9 $ 6,8io,ooo

Assuming1%Uncoflectibles— USFcharges
will notbecollectedfrenti% of therevenue
base

Assuming0%Unbillables— NO
~Nu~ SHOULDBEEXCLUDED
FORUN-BILLABLESH 6.38% 5 1o6,’731,~9 $ 6,Sio,ooo:: NOTE.ATek~conunun,cationCarrier’sReportedRevenueIndudedThen,USFCollectionDuringThatPeriod.In OtherToEstimatesdBack-OutThoseUSFRevenuesOneNeedTo

UseTheirRecoveryRateForThatHistoricalPeriod.FormisAnalysisltlsAssuinedToBe6.81%

I USFAMOIJNTOVERCOLU~C~EDPERQLTARTERBYTHISCARRIERIIITHEYUSEUSAC!sRATESOP6.81%= I * 458,4~ü]

Date: 1/15/2002

- AT&FL&PP


